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E.O. 1 1652: N/A 
TAGS: EAID, ID, NL 

SUB J : IGGI TWENTY: REPORT OF MEETING 

1 . SUMMARY IGGI-20 OPEED AND CLOSED ON A CLEAR NOTE OF OPTIMISM 
AND PROVIDED OPPORTUNITY FOR AIRING FULL RANGE OF CONCERNS 
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OF DONOR COMMUNITY. GOI AND DONOR REPRESENTATIVES ENDORSED 
SUBSTANANCE AND UPBEAT TONE OF IBRD AND IMF REPORTS WHICH 
JUDGED MOST USEFUL. IBRD REPORT WAS DISTRIBUTED THREE WEEKS 
PRIOR TO THE MEETING AND WAS PRINCIPAL FRAME OF REFERENCE FOR 
MOST DONOR COMMENT ARY.UNFORTUNATELY IT WAS NOT AS THOROUGH 
NOR AS OBJECTIVE AS THE IMF REPORT WHICH WAS NOT EREVIEWED 
BY GOI PRIOR TO PUBLICATION, BUT WHICH WAS DISTRIBUTED ONLY 
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THREE DAYS PRIOR TO THE MEETING. BOTH REPORTS CONCCURRED 
THAT OVERALL CAPITOL REQUIREMNTS FOR INDONESIA DURING 
GOI FISCAL YEAR WERE $2.1 BILLION OF WHICH $1.5 SHOULD BE ON 
CONGRESSIONAL TERMS VIEW DEBT SERVICEING REQUIEMENS. $650 
MILION THISLATTER AMOUNT SOUGHT FROM BILATERAL DONORS. THERE 
WAS GENERAL AGREEMENT THAT GOI AND IBRD HAD MADE A GOOD CASE 
FOR THIS LEVEL OF ASSISTANCE. THERE WAS ALSO CONSENSUS THAT 
GOI WAS PURSUING RATIONAL FISCAL AND ECONOMIC POLICIES TO 
ADDRESS MAJOR CNTINUING PROBLEMS. AND MUTUAL RECOGNITION OF 
CONTINUING SHORTCOMINGS AND EFFICIENCIES. GOI DELEGATION WAS 
WELL PREPARED AND FULLY RESPONSIVE TO DONOR QUREIES. 

SO CALLED PLEDGING SESSION HEARD REPRESENTATIVES OF 14 COUN- 
TRIES SAY THAT SUBJECT TO THEIR COUNTRIES OWN PROCESSES , IN 
EXCESS $500 MILLION FOR YEAR 1977-78. TARGETOF $1.5 CONCESSIONAL 
AID WITHIN REACH THROUGH INDICATION IBRD AND ADB PROVIDE 
$700 MILLION BETWEEN THEM AND ASSUMING NON -8&&8 (MAINLY MIDDLE 
EAST) SOURCES WILL TOTAL $300 MILLION. PROSPECT OF LARGE SCALE 
ASSISTANC FROM MIDDLE EAST PLAYED DOEN BY GI. ALSO GOI NOT 
OVERLY OPTIMISTIV RAGARDING OUTLOOK SOVIET/EASTERN EUROPEAN 
ASSISTANE, COMMON CONCERNS EXPRESSED BY DONORS FOCUSED ON 
EAK PRESUMPTIONS UNDERLYING SCALE PROJECTEDOIL REVENUES VIEW 
DECLINE ONGOING EXPLORATION NEW FIELDS: LOW RATE PROGRESS 
DOMESTIC RESOURCE MOBILIZATION, PARTICULARLY LIMITED TAX BASE 
AND NON-OIL SOURCES FOREIGN EXCHANGE: STILL INEFFECTIVE EFFORTS 
ATTRACTED DOMESTIC OR FOREIGN CAPITAL IN INDUSTRIAL ENTERPRISES: 
AND RECENT SETBACKS IN AGRICULTURAL SECTOR. 

ESPCIALLY RICE PRODUCTION.IBRD REQUESTD DEVOTE MORE ATTENTION 
TO ANALYSIS ACTIVITIES IN RURAL AND SOCIAL SECTORS IN NEXT YEARS 
REPORT. END SUMMARY. 
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2. PERTAMINA CRISIS, WHICH OVER-SHADOWED LAST WTWO IGGI MEET- 
INGS WAS DEALT WITH AS SITUATION WHICH HAD BEEN LARGELY 
OVERCOME AND INDONESIAN OFFICIALS GIVEN CREDIT BY NUMBER 
DONOR REPRESENTATIVES FOR EFFECTIVE HANDLING OF THIS MAJOR 
PROBLEM. IN SAME VEIN GOI CREDITED WITH PROGRESS/MOVE IN RIGHT 
DRECTION IN DRAMATIC REDUCTION INFLATION; INCREASING BUDGET 
ALLOCATIONS FOR SOCIAL NEEDS OF PEOPLE: IMPROVING DOMESTIC 
REVENUES: SOME CLARIFICATION OF REGUALTIONS GOVENING FOREIGN 
INVESTMENT: AND FOR VERY SIGNIFICANT ACCOMPLISHMENT IN RE- 
DUCHING BIRTH RATE IN JAVA. WHILE MOST KUDOS ACCOMPANIED 
BY EXPRESSIONS OF HOPE THAT MORE CAN BE 
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ACCOMPLISHED OVER NEXT YEAR, IBRD’S HUSAIN EXPRESSEDWHICH SEEMED 
BE GENERAL VIEW IN SAYING THERE NOW "HAPPIER ENVIRONMENT 
FOR DEVELOPMENT" THANKS TO GOI OFFICIALS HAVEING PROCEEDED 
OVER PAST YEAR WITH RATIONALITY AND SOUND JUDGMENT, AND THAT 
WITH BACKING OF IGGI, COULD LOOK FORWARD TO SEVEN PERCENT 
GROWTH RATE. 
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3. DUTCH MINISTER DEVELOPENT IN OPENING STATEMENT NOTED THE 
REDIRECTION OF DUTCH ASSISTANCE OVER PAST FOUR YEARS TO PLACE 
STRESS UPON PROGRAMS OF DIRECT BNEFIT TO RURAL POOR.AND ANNOUNCED 
THERE NO DECISION YET TAKEN BY DUTCH CARE-TAKER GOVERNMENT 
ON RECENT REVIEW OF AID TO INDONESIA. DURING PLEDGING SESSION 
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DUTCH SAID FY 77/78 PLEDGE WOULD BE APPROXIATELY SAME AS CURRENT 
YEAR'S $52 MILLION. JAPANESE REP ASKED IBRD ABOUT PROSPECT 
REOPENING IDA WINDOW FOR INDONESIA AND SOUGHT "CONCRETE EVIDENCE" 
THAT WULD BACK UP CLAIMS OF PROGRESS BEING MADE IN CURTAILING 
IMPORTS, CONTROLLING CREDIT EXPANSION, INCREASING GOVERNMENT 
SAVINGS, ETC. UK REP EXPESSED CONCERN OVER "COMMERCIALIZA- 
TION OF OFFICIAL OFFICE" (E.G. CORRUPTION) IN JAKARTA. 

WEST GERMAN REP PRESSED FOR INFORMATION WHETHER GOI'S DECLARED 
GOAL OF PAST 

SEVERAL YEARS OF REACHING LOWER INCOME GROUPS AND SMALL FA- 
RMER WAS BEING ACHIEVED. U.S. REP STRESSED NEED FOR DONORS 
HAVE BETTER EVIDENCE IMPACT OF NEW DIRECTONS PROGRAMS, AND 
SUGGESTED THAT OVER NEXT YEAR SPECIAL EFFORT BE MADE IMPROVE 
UNDERSTANDING OF WHO BENEFITS AND HOW MUCH FROM DEVELOPMENT 
PROGRAMS. 

4. SEVERAL DONORS INCREASED AND/OR SOFTENED TERMS OF 
ASSISTANCE. WEST GERMAN LOANS UP TEN PERCENT OVER LST 

YEAR: BELGIUM SOFFENED TERMS: AND JAPAN INCREASED LEVEL TWENTY 
PERCENT, WITH INDICATION FURTHER INCREASE LIKELY. JAPAN STANDS 
OUT AS CLEARLY AS THE LARGEST BILATERAL DONOR WITH LOANS 
INCREASED TO $175 MILLION, GRANTS INCREASED TO $1 1 MILLION, 

AND INDICATION THAT FOOD AID PLANNED AS ADITIONAL ITEM, A 
AS IS A SPECIAL GRANT PROGRAM FOR FOOD PRODUCTION. U.S. 

PLANS FOR $57.4 MILLIONOF AID PROJECT ASSISTANCE REFLECTS 
INCREASE OVER LEVEL PLANNED A YEAR AGO AS DONE THE $87.4 
MILLION OF PL 480 SALES. 

5. REGARDING QUERIES ON MEASUREMENTS OF EFFECTIVENESS OF 
PROGRAMS AIMED AT REACHING POOREST ELEMENTS OF INDONESIAN 
LIMITED OFFICIAL USE 
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SOCIETY, GOI RESPONSE WAS THAT HARD DATA NOT YET AVAILABLE, 

THAT STATISTICS IN THIS AREA PARTICULARLY WEAK, BUT IMPRESS- 
ION BASEDON OBSERATIONS AND REPORTS IS THAT LIVING CONDI- 
TIONS LARGE SEGMENT RURAL POOR IS IMPROVING. EVIDENCE 
CITED WAS GROWTH IN OPPORTUNITY FOR PRIMARY AND SECONDARY 
EDUCATION BY BIG INCREASE SCHOOL CONSTRUCTION: MANY NEW 
RURAL HEALTHCENTERS FAIR PRICE TO FARMER FOR RICE, GIVEN 
FERTILIZER SUBSIDY: INCREASED VILLAGE SPENDING FOR FESTIVALS: 
INCREASING NUMBER TRIPS TO MECCA: IMPROVED CLOTHING VILLAGERS 
AND GENERAL APPEARANCE VILLAGES. 

6. THE JAPANESE DELEGATIONINITIATED DISCUSSION OF THE ISSUE 

OF RATE OF PROJECT IMPLEMENTSTIION WHICH HAD BEEN MENTIONED 
AS A POSSIBLE FACTOR IN DETERMINATION OF FUTURE AID LEVELS 
BY SEVERAL DONORS. THE GOI WAS WELL PREPARED TO FIELD 
THIS SUBJECT WHICH WAS A SPECIFIC AGENDA ITEM. MR. SALEH 
AFIFF, DEPUTY CHAIRMAN, GOI NATIONAL DEVELOPMENT PLANNING 
AGENCY, GAVE EXCELLENT ANALYSIS SITUATION. AFIFF SUMMARIZED 
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MEASURES BEING TAKEN WITHIN GOI AIMED AT RECTIFYING KNOWN 
SHORTCOMINGS IN PROJECTED APPROVAL AND DISBURSEMENT PROCEDURES, 
AND THEN REVIEWED THE SPECTRUM OF VARYING DONOR PREFERENCES 
AND CONDITIONS WITHIN IGG WHICH STRUCK A SYMPATHETIC CHORD. 

HE NOTED THAT WITHIN THE GOI'S COMPENDIUM OF GRANT AND LOAN 
PROJECT PROPOSALS DISTRIBUTED AT THE MEETING THERE WERE AMPLE 
ACTIVITIES MEETING THE CONDITIONS AND PREFERENCES OF ANY AND 
ALL DONORS PRESENT. AFIFF ALSO NOTED THAT PARTICULAR IMPETUS 
WAS BEING GIVEN TO ACCELERATING THE DESIGN OF RURAL DEVELOP 
MENT PROJECTS. HE REQUESTED THAT ALL DONORS KEEPTHE GOI 
FULLY INFORMED REGARDING TERMS. CONDITIONS AND CRITERIA 
FOR PROJECTS SELECTION SO THAT THE GOI CAN BE MORE DISCRIM- 
INATING WITHIN THE DONOR COMMUNITY WHEN INITIATING PROJECT 
PROPOSALS. AFIFFS ANALYSIS OF DONOR PROCLIVITIES FROM RE- 
CIPIENTS VIEWPOINT PROBABLY REFLECTS CONCERNS OF 


LIMITED OFFICIAL USE 


NNN 

LIMITED OFFICIAL USE 

PAGE 01 THE HA 01860 03 OF 04 080655Z 
ACTION EB-08 

INFO OCT-01 EUR- 12 EA-07 IO-13 ISO-OO SP-02 USIA-06 
AID-05 NSC-05 TRSE-00 SS-15 STR-04 OMB-01 CEA-01 
CIAE-00 COME-OO FRB-03 INR-07 NSAE-00 XMB-02 
OPIC-03 LAB-04 SIL-01 AGRE-00 DHA-02 PRS-01 /103 W 

080738Z 117082/11 

P R 071542Z APR 77 
FM AMEMBASSY THE HAGUE 
TO SECSTATE WASHDC PRIORITY 255 
INFO AMEMBASSY BERN 
AMEMBASSY BONN 
AMEMBASSY BRUSSELS 
AMEMBASSY CANBERRA 
AMEMBASSY JAKARTA 
AMEMBASSY LONDON 
AMEMBASSY MANILA 
AMEMBASSY OTTAWA 
AMEMBASSY PARIS 
AMEMBASSY ROME 
AMEMBASSY VIENNA 
AMEMBASSY WELLINGTON 
AMEMBASSY TOKYO 
USMISSION USUN NEW YORK 
USMISSION OECD PARIS 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


LIMITED OFFICIAL USE SECTION 3 OF 4 THE HAGUE 1860 

MANILA FOR USEP ADB 

OTHER LDC'S AS WELL. TEXT WAS REQUESTED BY ALL DONORS 
PRESENT AND WILL BE POUCHED TO OTHER USAID’S IN COUNTRIES 
WHERE SIMILAR AID CONSORTIA ARRANGEMENTS EXIST. 

7. PROJECTED OIL REVENUES: THE SUBJECT OF OIL EXPLORATION 
WAS MUCH IN FOCUS DURING DELIBERATIONS AND SEVERAL DELE- 
LIMITED OFFICIAL USE 
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CATIONS, ESPECIALLY FRG, BELGIUM, CANADA, THE USG AND JAPAN 
EXPRESSED CONCERN ABOUT DECLINE IN NEW OIL INVESTMENT. SOME OF 
THEM MENTIONED PROBLEM IN CONTEXT OF POOR INVESTMENT CLIMATE, 
ASKING RHETORICALLY WHETHER THERE WAS GOI CONCERN 
ABOUT CONSEQUENCES OF REDUCED OIL EXPLORATION ACTIVITIES. 
GOVERNOR SALEH OF THE BANK OF INDONESIA REPLIED THAT 
RECENT CONTRACT NEGOTIATIONS DID HAVE AN EFFECT ON OIL 
COMPANY INVESTMENT IN INDONESIA. THE GOI, HE CONTINUED, 

WAS SERIOUSLY WATCHING THE DEVELOPMENT OF EXPLORATION 
INCENTIVES. THE RECENT SET OF INCENTIVES WERE DESIGNED 
TO SATISFY "CERTAIN DEMANDS" OF THE COMPANIES, BUT NEGO- 
TIATIONS WERE STILL IN PROCESS. GOI WAS CONCENTRATING ON 
TWO MAIN AREAS OF NEGOTIATIONS. FIRST, PERT AMINA WAS 
WILLING TO ENTER INTO JOINT EXPLORATION VENTURES WITH 
FOREIGN COMPANIES IN ITS OWN FIELDS ON A PRODUCTION SHARING 
BASIS. SECOND AREA WAS THE AFOREMENTIONED INCENTIVES FOR 
EXPLORATION IN THE FOREIGN COMPANIES OWN CONCESSION AREAS. 

8. DOMESTIC RESOURCE MOBILIZATION: WHILE RECOGNIZING 
INITIAL STOPS GOI HAS TAKEN THIS FIELD, MAGNITUDE OF 
TASK REMAINING OCCUPIED MOST DISCUSSION THIS SUBJECT 
BY DONORS AND GOI. GOI MINISTER OF STATE FOR ECONOMIC, 

FINANCIAL AND INDUSTRIAL AFFAIRS WIDJOJO ABLY OUTLINED 
GOI CONCERNS AND PLANNED EFFORTS. HIS EXPRESSED CONCERNS 
COINCIDED LARGELY WITH THE DONOR COMMUNITY. NON-OIL 
REVENUES SHOULD BE USED FOR INVESTMENTS IN EXPANDING 
PRODUCTIVITY RECOGNIZING EVENTUALITY OF DECLINE IN OIL 
REVENUES. IT WAS MUTUALLY RECOGNIZED THAT MOST INCREASES 

IN NON-OIL REVENUES STEMMED FROM HIGHER WORLD MARKET PRICES 
RATHER THAN AUGMENTED DOMESTIC PRODUCTION. THERE WAS 
AGREEEMNT THAT AN EXPANDED TAX BASE RATHER THAN NON-OIL 
REVENUES BE USED TO MEET RECURRING BUDGETARY EXPENDITURES. 
DIRECT TAXES ARE ALSO TO BE LOOKED UPON AS A DEVICE TO 
EFFECT A DESIRABLE MORE EQUITABLE DISTRIBUTION OF 
ECONOMIC BENEFITS IN INDONESIAN SOCIETY. UNTIL TAX BASE 
IMPROVED GOI OPERATIONAL BUDGET MUST NECESSARILY BE CON- 
LIMITED OFFICIAL USE 
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STRAINED. AS WAS POINTED OUT BY THE IMF REP AN EXPANDED 
TAX BASE IS ALSO A METHOD OF REDUCING LIQUIDITY AND WITH 
IT INFLATIONARY PRESSURES TO SOME DEGREE. 

9. DOMESTIC AND FOREIGN CAPITAL MARKET: THE NEED TO 
DIRECT EXPANDED PRIVATE INVESTMENT TO A VARIETY OF LABOR- 
INTENSIVE ENTERPRISES IN THE AGRICULTURAL AND INDUSTRIAL 
SECTORS WAS HIGHLIGHTED BY THE IBRD REP. MOST OFFICIAL 
CAPITAL FLOWS ADDRESS CAPITAL INTENSIVE PROJECTS, MANY 
OF WHICH ARE STILL IN THE PUBLIC SECTOR. WITH APPROXI- 
MATELY ONE MILLION WORKERS ENTERING THE LABOR FORCE EACH 
YEAR, THE IBRD REP NOTED THAT GREATER EFFORT WILL HAVE TO 

BE MADE TO PROVIDE EMPLOYMENT FOR UNSKILLED AND SIMI-SKILLED 
WAGE EARNERS. THE BANK FEELS THIS BEST BE ACCOMPLISHED 
BY INVESTMENTS IN THE AGRICULTURAL SECTOR, WHICH WOULD 
HAVE THE ADDED BENEFIT OF POSSIBLY REDUCING THE PRESENT 
GRAVITATION OF THE POPULATION FROM RURAL TO URBAN AREAS. 
MUCH NEEDED REVITALIZATION OF PLANTATION CROPS COULD ALSO 
ALSORB CONSIDERABLE FOREIGN AND DOMESTIC CAPITAL, AND ALSO 
HELP STABILIZE PORTIONS OF THE LABOR FORCE. THE NEED FOR 
GREATER EFFORTS TO ATTRACT FOREIGN PRIVATE CAPITAL WAS 
NOTED BY SEVERAL DONORS. THE VEST METHODS OF MOBILIZING 
DOMESTIC CAPITAL REQUIRES FURTHER STUDY. HIGH INTEREST 
RATES WAS ONE DEVICE PREVIOUSLY EMPLOYED WITH SOME SUCCESS. 
THESE HAVE BEEN REDUCED RECENTLY SO AS NOT TO DETRACT FROM 
ATTEMPTS BY THE GOI TO ESTABLISH A LOCAL SECURITIES MARKET, 
THE FEASIBILITY OF WHICH REMAIN TO BE SEEN. 

10. FOOD GRAIN DEFICIT. THERE WERE A NUMBER QUESTIONS 
RAISED AS TO WHY LARGE RIVE IMPORTS CONTINUE TO BE REQUIRED, 
WITH PLANT DISEASE, INSECT DAMAGE, DROUGHT AND FLOODS CITED 
AS MAJOR REASONS FOR FAILURE MEET PRODUCTION TARGETS. 
CONSENSUS WAS THAT THE AGRICULTURE SECTOR SHOULD RECEIVE 
SPECIAL ATTENTION. NOTE MADE OF FACT THAT AFTER TEN YEARS 

LIMITED OFFICIAL USE 
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OF STEADY ALBEIT SMALL ANNUAL INCREASES IN RICE PRODUC- 
TION, THAT CURRENT INCREASES FAR LESS. THE SUFFICIENCY 
OF RICE ON THE LOCAL MARKET WAS RECOGNIZED AS ONE OF THE 
PRINCIPAL FACTORS IN THE GOI’S EFFORTS TO BRING INFLATION 
UNDER CONTROL. SEVERAL DONORS SUGGESTED FURTHER 
REVIEW OF RICE AND FERTILIZER PRICING POLICIES, TO ASSURE 
LIMITED OFFICIAL USE 
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FARMERS HAVE SUFFICIENT INCENTIVES FOR INCREASING PRODUCTION, 
GOI EXPRESSED APPRECIATION PAST ASSISTANCE WITH FOOD 
PRODUCTION PROGRAMS INCLUDING NECESSARY INFRASTRUCTURE 
AUCH AS IRRIGATION, ROADS AND POWER, AND WELCOMED FURTHER 
ASSISTANCE THESE ACTIVITIES. WIDJOJO CALLED ATTENTION TO 
GOI HOPES EXPAND RICE PRODUCTION IN TRANSMIGRATION AREAS 
ON OUTER ISLAND AND THAT TRANSMIGRATION BUDGET BEING DOUBLED. 

11. HUMAN RIIGHTS ISSUE WAS FIRST RAISED BY DUTCH AT PLEDGING 
SESSION. WITH BRIEF REFERENCE TO EXISTENCE OF HUMAN 
RIGHTS PROBLEM IN INDONESIA" AND IN OTHER COUNTRIES AS WELL". 
BRITISH FOLLOWED WITH EXPRESSION OF CONCERN OVER HUMAN 
RIGHTS SITUATION, WELCOMING INDONESIAN ASSURANCES OF PROGRESS 
IN RESOLVING ISSUE AND SUGGESTING GOI SPEED UP IMPLEMENTATION. 
US REP THEN MADE FOLLOWING STATEMENT AT CONCLUSION OF 
US PRESENTATION: QUOTE THE DISTINGUISHED REPRESENTATIVES 
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OF THE NETHERLANDS AND THE UK HAVE MADE REFERENCE TO THE 
QUESTION OF HUMAN RIGHTS. MY GOVERNMENT HAS HAD CONTINUING 
DISCUSSIONS WITH THE INDONESIAN GOVERNMENT ON THIS SUBJECT. 

WE NOTE THE VERY POSITIVE ACTIONS TAKEN BY THE INDO- 
NESIAN GOVERNMENT ON DECEMBER 1 OF LAST YEAR, WHICH WE 
HOPE WILL LEAD TO A SPEEDY RESOLUTION OF THIS PROBLEM. 

UNQUOTE. HUMAN RIGHTS NOT MENTIONED BY OTHER DELE- 
GATIONS. 

12. THE ISSUE OF MORE EQUITABLE DISTRIBUTION OF THE 
BENEFITS OF ECONOMIC DEVELOPMENT WAS FOUND IN THE OPENING 
STTEMENTS OR SUBSEQUENT QUESTIONING OF MOST DONORS. WHILE 
THE USG IS PERHAPS THE ONLY ONE WITH AN EXCLUSIVE CON- 
CERN FOR THE POOREST ELEMENTS FOF THE POPULATION, IN VARYING 
DEGREES THIS CONCERN APPEARS TO BE SHARED BY THE MAJORITY 
OF THE IGGI MEMBERS. GOI PARTICIPATION IN THESE DISCUSSIONS 
SHOWED THAT ITS PREOCCUPATION WITH THIS ISSUE ALSO STEMMED 
FROM A GENUINE CONCERN AS TO HOW THE DEVELOPMENT PROCESS 
CAN BE MADE TO PERMEATE TO THE VILLAGE LEVEL. THERE WAS 
TACIT ADDMISSION THAT THE GOVERNMENT'S DESIRE TO RESTRUCTURE 
LIMITED OFFICIAL USE 
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ITS DEVELOPMENT MORE TO THE RURAL AND SOCIAL SECTORS IS 

STILL RESTRAINED BY A WEAK INFRASTRUCTURE AND THE LEVEL OF 

INVESTMENTS REQUIRED. THIS FACTOR COMBINED WITH THE 

GOVERNMENT'S YET TO BE REDUCED EXTENSIVE INVOLVEMENT IN 

THE PUBLIC SECTOR, RESTRAINS ON PUBLIC BORROWING, AND 

THE REMAINING PORTIONS OF MAJOR CAPITAL PROJECTS 

TO BE COMPLETED DURING THE NEXT TWO YEARS, HAVE ALL CONSTRAINED 

GOI PARTICIPATION IN THE SOCIAL AND RURAL PROGRAMS OUTLINED 

IN THE SECOND FIVE-YEAR DEVELOPMENT PLAN. 

13. OTHER TOPICS: 

A. TANKER PROBLEM. IN ANSWER TO QUESTION BY FRG 
DELEGATE, WIDJOJO SAID THAT TANKER CONTRACTS HAD TOTALED 
$3.3 BILLION AND THAT GOI HAD UNDERTAKEN A REVIEW RESULTING 
IN DECISION TO CANCEL ALL CONTRACTS BECAUSE THE TERMS 
AND CONDITIONS WERE EXHORBITANT AND ONEROUS, AND INDONESIA 
DID NOTNOT NEED ALL THESE TANKERS ANYWAY. CONTRACTS COVER- 
ING TWELVE OUT OF 32 TANKERS HAD BEENRENEGOTIATED AND 
SETTLED AT $104 MILLION PENALTY CLAUSES PAYABLE OVER 
FOUR YEARS WITH NO INTEREST, COMPARED TO OUTSTANDING 
LIABILITY OF OVER $700 MILLION. GOI WAS MAKINGEVERY EFFORT 
TO BE FAIR, BUT CERTAIN OF THE TANKER OWNERS WERE NOT SIMI- 
LARLY INCLINED. ONE GROUP IN PARTICULAR WAS NOT IN THE 
LEAST COOPERATIVE AND HAD CARRIED OUT A CAMPAIGN TO EMBARRASS 
THE GOI. HE SAID HE WAS CONVINCED THAT GOI HAD STRONG LEGAL 
DEFENSES AGAINST THIS GROUP. 
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B. ASEAN. WIDJOJO NOTED THAT ECONOMIC COOPERATION 
WITHIN ASEAN HAD IMPROVED RAPIDLY, STRESSING THAT ADEQUATE 
FOOD FOR REGION WAS ONE OF ASEAN'S MAIN OBJECTIVES. HE 
MENTIONED SHARING OF SURPLUS RICE AND PREFERENTIAL TRADING 
ARRANGEMENTS. INDUSTRIAL DEVELOPMENT WITHIN ASEAN WOULD 
TAKE THREE FORMS: (1) "JOINTLY OWNED" PROJECTS SUCH AS 
UREA, PHOSPHATE AND SODA ASH PLANTS; (2) COORDINATION IN 
THE DEVELOPMENT OF LARGE SCALE NATIONAL PROJECTS; (3) IN 
LIMITED OFFICIAL USE 
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DUSTRIAL COMPLEMENTARITY, I.E., PROJECTS WHERE CERTAIN 
PARTS OF FINISHED PRODUCT ARE FPRODUCED IN VARIOUS ASEAN 
COUNTRIES. REPRESENTATIVE OF EUROPEAN COMMUNITY IN HIS 
STATMENT EXPRESSED EC INTEREST IN HELPING INDONESIA 
DEVELOP AND DIVERSIFY ITS EXPORTS IN ASEA CONTEXT. 

ALSO NOTED EC DESIRE WILLINGNESS FOR "DIRECT ASSISTANCE" 

TO ASEAN FOR INTEGRATION AND DIVERSIFICATION OF ASEAN EXPORTS 
TO THE EEC. 

14. IT WAS DECIDED THAT THE NEXT MEETING OF THE IGGI 
WOULD BE HELD IN MAY 1978. TEXT OF THE PRESS RELEASE 
OF IGGI 20 BEING TRANSMITTED SEPARATELY. 

MCCLOSKEY 
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